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THE  EUSTA-HCIA-L  EROBLEM. 

SPEECH 

OF 

MR.  FENTON,  OF  NEW  YORK, 

In  the  Senate  of  the  United  States, 

December  17,  1873. 


Mr.  FENTON.  1 ask  the  Secretary  lu  read  ' 
the  resolution  reported  by  the  chairman  of 
the  Finance  Coiumittee  and  also  the  resolution  j 
reported  by  the  Senator  from  Delaware  [Mr.  , 
Bayard]  from  the  minority  of  the  committee. 

The  Chief  Clerk.  The  resolution  reported  | 
by  Mr.  Sherman,  from  the  Committee  on  Fi- 
nance, is  as  follows  : 

Rtsolved,  That  it  is  ihe  duty  of  Congress  during  its  i 
present  .session  to  adopt  definite  measures  to  redeem  ; 
the  pledge  made  in  the  act  approved  March  18. 1869,  | 
eufiiled  An  act  to  strengthen  ilie  public  credit” as  i 

follows:  , . , •*  I 

“And  the  United  States  also  solemnly  pledges  its  ^ 

faith  to  make  vrovisioD  at  the  earliest  practicable  pe-  t 

nod  for  the  redemption  of  the  United  States  notes  \ 

in  coin.”  . ^ ^ i 

And  the  Committee  on  Finance  is  directed  to  report  | 
to  the  Senate  at  as  early  a day  as  practicable  such  i 
ra-^aaures  as  will  not  only  redeem  this  pledge  of  the 
public  faith,  but  will  also  furnish  a currency  of  uni- 
form value,  always  redeemable  in  gold  or  its  equiva- 
len*^,  and  so  adjusted  as  to  meet  the  changing  wants  i 
of  trade  and  commerce. 

The  resolution  submitted  by  Mr.  Bayard, 
from  the  minority  of  the  commitiee,  is  as  fol- 
lows : 

Whereas  n just  regard  for  the  interests  of  every  class 
of  the  cemmunity  demands  that  the  national  basis  of 
hnauce  shall  conshtof  a currency  of  uniform  stand- 
ard and  intrinsic  value : Therefore, 

Resolved,  That  the  Com-ittee  on  Finance  be,  and 
they  are  her-by,  instructed  to  r*‘pon  to  the  Senate 
measures  which  will  secure  at  the  earliest  practicable 
day  a return  to  specie  paynieots. 

Mr.  FENTON.  Mr.  President,  it  will  be 
seen  that  the  resolutions  do  not  suggest  any 
definite  plan,  so  I will  address  myself  to  the 
general  principle  which  they  present.  I do 
not  propose  a panacea  for  present  financial 
disorder,  but  rather  I would  be  glad  to  take  a 
step  in  the  direction  of  improvement.  I do 
not  doubt  that  timely  application  would  have 
in  a great  degree,  it  not  w'holly,  averted  the 
existing  derangement.  But  that  is  past,  and 
it  is  the  part  of  statesmanship  to  create  a 
healthy  condition  by  careful  and  well  consid- 
ered remedies.  The  financial  problem  is  one 
of  wide  scope.  It  embraces  the  questions  of 
^ebt  and  taxation,  of  banking  and  currency, 


which  are  in  a great  measure  bound  up  to- 
gether. No  system  can  work  a final  and  com- 
plete restoration  which  does  not  deal  with  all 
these  parts.  Each  in  their  turn  is  more  or 
less  intimately  associated  with  the  industry 
and  commerce  of  the  country,  the  standard 
of  value,  and  the  rise  and  fall  of  prices 
Especially  is  the  currency  closely  connected 
with  all  the  varied  interests  of  our  daily 
affairs.  In  the  exchanges  of  trade,  in  the 
work  of  production,  in  the  compensations  of 
labor,  and  in  every  business  transaction  iten 
ters  as  a principal  agent.  The  evils  of  its 
present  depreciated  and  inconvertible  charac- 
ter are  apparent.  I wish  I could  congratulate 
the  country  upon  having  made  progress  to- 
wards a better  currency.  Since  the  close  of 
the  war  there  has  been  ample  lime  for  a long 
step  in  stability,  security,  and  confidence.  To 
be  sure,  the  public  debt  has  been  diminished, 
and  all  doubt  of  its  ultimate  payment  is 
removed.  The  process  of  refunding  has  been 
carried  to  a point,  sometimes  by  extraordinary 
methods,  which  show  progress.  The  public 
credit  abroad  has  been  at  times  somewhat  im- 
proved. The  taxes  have  been  reduced,  and, 
in  so  far  as  they  bore  directly  upon  our  do- 
mestic interests,  with  due  regard  to  our  cir- 
I cumstances.  On  the  other  hand,  the  expendi- 
tures of  the  Government  have  not  been  re- 
trenched with  a firm  and  unsparing  hand,  nor 
thus  far  with  any  perceptible  advantage  to  the 
country.  OflScial  duties  have  not  been  at  all 
limes  discharged  with  economy,  zeal,  and  in- 
tegrity. So  whatever  improvement  we  note 
is  mainly  owing  to  the  fortunate  state  of  our 
i national  growth  and  elastic  vigor.  Wiseman- 
j agement  has  done  very  little  for  us;  but  fa- 
I vorable  natural  conditions  and  irrepressible 
vitality  have  saved  us  from  frequent  dis- 
heartening revulsions. 

While  it  is  true  that  no  nation  ever  emerged 
from  a gigantic  and  prolonged  conflict  and 
j resumed  the  career  of  peace  with  so  little  dis- 
I tress,  it  must  be  borne  in  mind  that  no  other 
il  nation  has  been  so  favorably  circumstanced. 


o 
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England  wiser  than  ourselves  in  some  re-  lastly,  that  the  reduction  of  taxation  is  highly 
specls,  lame  out  of  the  long  and  arduous  . important  to  th-i  relief  of  the  country  during 
struggle  it  the  beginning  of  the  present  cen-  j,  thisperiodofshrinkingvalnes^crippledindiiR- 
turv  wit  L a recurrence  of  commercial  panics  ! try,  and  inert  trade;  and  that  this  is  not  in 
and  cala  uitous  disorders  of  which  we  have  ; consistent  with  adequate  revenue  and  pay- 
nut  yet  had  a complete  counterpart.  Some  i ment  of  the  nutional  debt  in  the  course  of 
other  na  , ions  have  been  even  less  fortunate.  , fifty  years.” 

When  c >mpelled  to  adopt  the  usual  resort  of  |1  These  words  touched  upon  all  the  salient 
forced  oans  and  paper  money,  they  have  | features  of  our  financial^  problem,  and  oiit- 
geiierall /■  repudiated  the  claims  of  creditors  lined  a general  polic}'.  Three  years  and  more 
and  exl  ausied  the  resources  of  subjects.  have  elapsed  since  these  principles  were  thus 

Our  1 islory  and  opportunities  have  been  ; stated,  and,  i)i  the  subsequent  course  of 
ditleren  . At  the  close  of  the  rebellion  our  m events,  I see,  in  the  coufinnaiion  of  their  gen 
traditio  lal  policy  at  once  directed  ns  to  the  I eral  truth,  a reason  for  their  reiteration.  The 
ways  of  peace.  Our  cheap  and  fertile  lands  li  refunding  of  llie  debt  has  been  commenced, 
and  our  opening  springs  of  trade  ollered  in-  The  policy  of  -educed  taxation,  especially  in- 
duceme  its  to  our  enterprising  and  active  peo-  lernal  taxation,  has  been  adopted.  The  flue* 
pie.  Sc  it  only  remained  for  the  Government  lualions  of  the  currency  may  not  have  taught 
to  enfor  :e  rigid  economy  in  all  the  departments  everybody  the  folly  of  allempiing  to  fix  the 
and  praHices  of  the  public  service,  and  grad-  exact  amount  required  by  the  wants  of  llie 
ualiy  rc  race  our  steps  until  we  reached  the  country  compatible  with  specie  payments,  but 
normal  condition  frem  which  we  had  de-  they  serve  to  confirm  the  belief  that  resump- 
piirled  luring  the  period  of  the  war.  The  i tion  is  impossible  with  our  present  redundant 
swollen  volume  of  inconvertible  currency  1 volume  of  pa]'er.  Waiving  this  question  for 
should  lave  been  gradually  reduced  as  a first  the  present,  1 wish  to  direct  your  attention  to 
vital  sti  p in  the  right  direction.  Such  a pni-  i some  further  observations  on  the  subject  of 
dent  ai  d conservative  course,  coupled  with  , taxation,  to  wliich  we  are  invited  by  the  oon- 
the  sin  rular  buoyancy,  the  hounding  activ-  I dition  of  exchange  and  trade  as  bearing  with 
ity,  an(  ’ the  measureless  resources,  capacity,  . considerable  directness  and  force  upon  any 
and  o[- porUmilies  of  American  enterprise,  i scheme  of  finfmee  calculated  to  meet  the  exi- 
would  lavc  averted  general  derangement  and  I gency  in  which  we  find  ourselves, 
distress  At  least  they  would  have  served  to  | The  complete  view  of  a question  upon  all 
countei  balance  evils  inseparable  from  our  sides  leads  to  i he  soundest  conclusions.  Tlie 

conditi  m.  As  it  is,  these  natural  advantages  late  Secretary  of  the  Treasury  was  not  with- 

and  ou  ■ national  characteristics  have  operated  out  some  warrant  for  his  statement  that 
in  some  degree  as  a protection  against  the  “ large  as  the  revenues  of  the  country  have 
crippli  ig  eftect  of  falling  prices,  the  tluctua-  been  during  lie  last  three  years,  our  system  of 
tions,  i nd  the  paralysis  usually  following  the  taxation  has  not  been  oppressive  to  individu- 

uuhem  ing  from  the  feverish'  strain  and  in-  als,  nor  has  it,  in  any  sensible  degree,  embar- 

dated  5 tandard  of  war  to  the  more  natural  rassed  the  business  of  the  country.” 
state  o peace.  ' 1 cannot  assent  to  this  proposition  in  its  full 

In  t le  speech  which  I had  the  honor  of  ! scope.  The  daily  experience  of  the  mass  of 
addres  ing  this  body  on  tlie  2r)th<jf  February.  ourpeople  is  a standing  challenge  to  its  correct- 
1870,  I remarked  : “Glancing  ut  what  I have  ness.  No  gloss  can  make  a taxation  of  over 
said,'  I repeat  that  the  rescue  of  the  nation  three  hundred  milUons  a year  other  than  a 
frorn  t le  evils  of  our  vast  depreciated  incon-  burden.  It  n.ust  come  out  of  the  industry  of 
vertil)!;  currenc}'  and  its  restoration  to  the  the  people,  except  so  fur  as  it  may  be  balanced 

specie  basis  are' urgent I3''  required  by  every  by  the  protection  of  duties.  The  strain  upon 

vital  a id  wholesome  interest  ; that  the  deter-  the  resources  of  the  country  has  been  severe, 
minati  >n  of  the  exact  amount  of  currency  and  amid  the  increased  expenditure,  defalca- 
deman  led  by  the  wants  of  the  country  is  an  tion,  and  wasve,  the  peojile  have  submitted  to 
indt'fii  ite  and,  comparatively,  an  unimport-  the  burden  imposed  upon  them  by  their  de- 
ant p oblem,  infiation,  on  the  one  hand,  sire  to  see  the  national  obligations  fulfilled  and 
causin  ; such  a rise  of  prices  that  there  would  the  national  credit  maintained.  It  is  to  the 
he  th("same  stringency  as  before;  contrac-  patience  and  patriotism  of  the  masses  rather 
tion,  i 1 the  other  hand,  causing  such  a de-  j than  to  the  \Aisdom  and  economy  of  the  Ad- 
eline ( f prices  that  the  smaller  volume  would  !'  ministration  shat  tiiis  large  sum  has  been  so 
entirely  suffice;  that  the  volume  will  adjust  cheerfully  furnished.  It  will  not  do  to  say 
itself  vhen  we  adopt  correct  principles  and  that  our  burdens  in  this  respect,  heavy  as  they 
start  11  pon  the  right  path  ; that  the  true  situa-  seem,  are  light  compared  with  those  which 
tion  is  when  specie  payments  may  be  resumed  have  been  borne  by  many  other  nations.  It 
and  m lintained  ; and.  finally,  that  this  is  im-  is  true  Great  Britain  paid  three  huwdred  mil 
possil  e under  out  pieseui  expanded  cur-  lions  of  taxes  in  ISlfi.  llie  load  falling  practi- 
rency.  ’ I also  endeavored  to  maintain  “that,  !j  rally  upon  not  more  than  ten  millions  of  pop- 
while  the  scrupulous  observance  of  the  ulalion,  and  being  aggravated,  too,  by  a 
public  faith  is  clearly  enjoined  upon  us,  a vi^dous,  intric  ate,  and  c.uufvi.scd  system  of  tax- 
sitcce?  ?ful  funding  scheme,  with  new'  guaran-  , atkni.  It  is  also  true  that  the  aggregate  pro- 
tees  a!  serted,  w'ouM  tend  to  this  result  ; and,  duct  of  the  taxes  levied  through  the  Napoleo- 


nic  wiir  reached  the  ,uiu  of  sii  ' plane  of  Hollow  prosperity  to  .U  •-  ■[ 

billions  five  hundred  milliuiis  of  dollars,  solid  values  and  stable  security.  .>■  m - 
(sliO  500  000  000,':  and  it  wa;.  said  by  some  that  get  back  some  way,  and  U is  for  v.:  i.. ' 
tL’capitalof  the  country  was  as  great  as  it  mine  whether  it  shall  be  by  the  abru.:  and 
would^bavc  been  bad  the  war  never  occurred  rninous  process  o"" 

But  the  revulsions,  failures,  prostration,  and  ’ puralively  easy  methods  Ihe  reb  a 
ruin  that  followed,  declare  the  fallacy  of  this  best,  is  as  arduous  and  trying  as  the  ..  ' - u 
statement.  The  deduction  was  based  upon  was  smooth  and  fascinating^  All.  --.-..  , 
the  assumption  that  the  increase  of  industry  stead  of  expanded  prices  and  inspiiiteu  ae- 
and  economy  added  to  this  additional  burden  tivity,  we  have  seen  shrinking  values  ‘.. 

Tad  ?n  Usell  been  sutRcient  to  pay  the  cost  pressed  enterprise.  Men  less  eas^y  pe.y  the  . 
of  the  war  Such  may  be  the  effect  of  tuxa-  , debts,  some  are  pushed  to  bankrup  cy,  pto- 
lion  withiu  a moderate' limit.  When  it  is  so  ducers  receive  less  for  their  prodm 
adiusted  that  it  does  not  foster  immoderate  ; business  is  restive,  and  the  laboier  in  man., 
nrofits  or  monopoly  ut  home,  or  from  its  mag-  ; districts  is  out  of  employment  „ *1 

V < nilude  discourage  production  or  consum[ition,  I have  heretofore  expre^ed  the  P 

it  may  sometimes  have  the  opposite  tendency  we  might  properly  distribute  the  par  me 

of  stimulatiuo-  increased  e.xertion  and  indus-  our  national  debt  through  a penod  of  fifty 

irv.  The  class  taxed  seek,  by  this  augmented  years.  Honor  ^ a 

etibrt,  tw  compensate  for  the  exaction  and  so  ] plainingly  pay  at  the  rate  of  $100,000  WU  a 
make  itself  whole.  Sometiniei;  it  excites  in-  year;  but  no  credit  is  due  to  an  adminis  ra 
ventive  enterprise,  and  ingenuity  is  quickened  tion  of  aflams  which  enjoins  it  when  a less 
to  find  out  ways  of  larger  production  in  order  sum  is  the  better  rule  of  economy.  Iiistea  , 

to  balance  the  los-s.  I believe  it  is  true  that  attention  should  have  been  directed  lo 

the  stimulus  of  taxation  has  here  wrought  unredeemed  and  depreciated  current;^)  and  a 
some  improvements  in  the  methods  of  pro-  part  of  these  enormous  collections  left  w ih 
duclion  ;^but  these  possible  compensations  the  people  to  offset  the  shrinkage  of  values 
have  not  been  a match  for  the  oppressiveness  ' attendant  upon  a return  to  the  specie  condi^ 
and  demoralization  which  have  resulted  on  tion.  I do  not  assert  that  we  can  rediue  the 
the  other  hand.  Instead  of  greater  frugality  aggregate  receipts  from  tax  sources  at  pres- 
trrowiug  out  of  the  increased  burden,  we  have  sent;  and  while  we  permit  no  actual  iucrea.se, 
had  the  e.xtravagauce  and  overdoing  which  the  conditions  may  be  at  once  impruved. 

Ir  follow  in  the  train  of  large  expenditures  and  1 am  bore  met  with  the 

a buoyant  and  inflated  paper  currency.  that  our  revenues  are  alread}  falling  ott  and 

Then,  again,  the  eiVect  of  a high  tax  upon  are  insuftcient  for  the  wants  of  the  C.oieim 
importations  is  to  encourage  smuggling  and  ment.  True;  but  Ibis  does  not  impair  U - 
tiaud.  Keeping  pace  with  Uiis  is  The  induce-  ! force  of  my  argument.  If  the  causes  of  our 
meiit  to  revenue  ollicers  to  take  arbitrary,  not  diiuinisliing  revenues  were  not  transient  1 
to  say  unwarrantable  steps  in  the  endeavor  to  should  still  claim  that  we  ought  to  meet  all  de 
effect  seizures  and  extort  penalties,  the  proof  fieils,  and  more,  ® 

of  which  is  obtainable  in  nearly  every  port  of  Tins  recourse  would  furni&li  an  unfailing  .up 
entry  ou  our  coast.  Especially  has  this  ava-  ply  of  full  $50,000,000  annually,  w^hicti  now 
ricio'us  zeal  been  illustrated  in  our  principal  goes  out  m defalcation,  fraud,  and  e.\tra\| 
seaboard  city.  High  ta.xes,  e.xorbitanl  profits,  gance  But  as  we  S*’- 
and  great  temptations  are  the  natural  prelude  ume  of  currency  by  at  least  $44,000,000,  who 
to  tyranny  of  wealth  and  a corruption  of  the  can  doubt  that  importations  will  uol  again 
public  conscience.  And  not  the  least  evil  of  swell,  and^,  may  be  overleap  all 
this  condition  is  the  fact  that  the  laws,  and  ; bounds,  bo,  too,  of  internal  taxes  B t, 
the  practices  under  cover  of  them,  secure  to  I pass  from  this  question  of  revenue,  .-'iy 
capital  and  the  favored  few  undue  accuiuula-  ; now  is  to  show  that  it  is  onl>  a simple  and 
^ y , tion  over  honest  personal  exertion.  safe  course  to  adjust  the  inequalities  and 

Our  financial  situation  has  been  distin-  hardships  of  taxation  while  we  iiiodeiaielj 
guished  by  two  features.  On  the  one  hand,  contract  the  paper  currency  m the  road  to 
‘taxation,  swollen  and  amplified  by  the  iuex-  specie  pa.vmeuts.  It  may  be  taken  as  a pos- 
orable  demands  of  a gigantic  and  prolonged  tulate,  and  verified  by  e.xperience,  that  mod 
4 war  has  pressed  upon  us  with  its  complicated  erate  taxes  wiihiu  rational  are  more  re- 

I burdens.  On  the  other  side,  an  intlaled  cur-  liable  as  well  as  more  productive  of  revenue 

i reucy  and  the  activity  created  by  war  have  than  high  taxes.  It  is  not  my  purpose  to  tn 

raised  prices  and  stimulated  projects  upon  a ter  upon  the  disputed  problems  which  galhei 

fictitious  standard,  and  imparled  an  air  of  around  the  discussion  of  protection  upon  the 

buoyancy  and  speculative  spirit  to  our  com-  one  hand  and  free  trade  upon  the  otliei.  The 

it  mermal  life.  The  latter  has  served  to  make  policy  of  adjusting  the  collection  of  revenue 

' the  former  seem  less  oppressive,  while  in  , so  as  to  protect  in  some  degree  specific 

fact  it  has  led  to  continual  excess.  We  have  , branches  of  industry  has  obtained  in  leg- 

met  high  prices  with  high  nominal  resources.  islation,  aud  for  the  Pteseut  at  least,  is  hardly 

The  exhilarance  of  this  elastic  vitality  has  an  open  question.  In  what  I have  said  upon 

• served  to  balance  the  pall  of  taxation.  this  point  I have  been  guided  by  a desire  to 

But  we  must  descend  from  this  elevated  show  that  in  returning  to  a sound  financial 
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u every  interest  of  the  Government 
Lie  people  concur  in  the  policy  of  mod* 
^es. 

laimed  that  the  value  of  our  money  is 
y and  steadily  advancing.  If  the  pre- 
1 gold  be  the  true  index  it  is  not  so  clear, 
lout  accepting  this  fluctuating  scale 
times  the  correct  measure — remem- 
liat  gold  is  a commodity,  and  low  be- 
Ihe  scanty  demand — and  taking  the 
range  of  prices  as  the  more  reliable 
1,  it  is  true  that  there  has  been  a rise 
tlue  of  money.  It  has  acquired  greater 
ing  power.  Shall  we  take  advantage 
act?  If  we  make  any  permanent  pro- 
ward specie  payments  it  must  be  at- 
by  an  appreciation  of  the  currency, 
ogress  we  all  profess  to  seek,  and  to  it 
a to  direct  the  policy  of  the  country, 
mplish  it  the  circulating  medium  must 
iht  to  the  measure  of  specie.  This  may 
by  a gradual  and  moderate  reduction  of 
itity  of  paper.  At  least  this  is  the  way 
loes  not  lead  up  to  dazzling  heights 
,'n  to  horrible  depths.  I do  not  know 
ntlemen  mean  when  they  speak  of  an 
zation  of  the  paper  currency  with 
nless  it  be  upon  the  basis  of  the  latter, 
aciple  for  which  I contend  has  been 
ted  by  a distinguished  political  econ- 
n the  following  clear  and  compact 

i country  issues  iuconvertible  paper  notei», 
lot  be  exported  to  other  countries  in  the 
their  becoming  redundant  ar  home;  atid 
% under  such  circumstances,  the  e.xchange 
•ign  fctates  is  depressed  below,  or  the  price 
1 rises  above  its  mint  price  more  than  the 
ending  coin  or  bullion  abroad,  it  shows  con- 
that  loo  much  paper  has  been  isssned.  and 
ilue  is  depreciated  from  excess. 

is  still  another  point  which  urgently 
s a return  to  the  gold  standard.  In- 
: debt  and  speculation,  entered  into  in 
peace,  is  mainly  the  offspring  of  an 
e and  vitiated  currency.  I gave  it  as 
judgment,  some  views  submitted 
enate  during  the  last  session,  that  the 
lal  indebtedness  of  the  country  was 
)U0,000,000.  After  a careful  examina- 
the  subject  since  I am  sure  I did  not 
e the  amount.  The  late  census  re- 
ves  the  public  indebtedness  of  the 
ncluding  that  of  cities,  counties,  and 
it  a little  less  than  $800,000,000.  From 
ch  I have  been  able  to  make  of  statis- 
ring  upon  this  point,  I am  persuaded 
5 sum  is  $350,000,000  too  small.  Take 
of  New  York  as  an  illustration.  The 
report  puts  it  down  at  $150,000,000. 
a carefully  prepared  statement  of  the 
islitutional  commission  of  that  State, 
arch  1,  1873,  the  aggregate  bonded  in- 
ess  of  cities,  villages,  counties,  and 
i given  at  $214,000,000.  So  I consider 
safe  in  stating  that  the  indebtedness 
ountry — national,  State,  local,  and  in- 
l — cannot  fall  much  short  of  $13,000,- 
To  any  other  people  such  an  enor- 


mous indebtedness  would  be  appalling;  to  us 
the  lesson  is  t-bvious.  But  this  is  not  all.  1 
have  not  inclii  led  the  railroad  bond  and  mort- 
gage indebtedness,  which  must  come  up  to 
$000,000,000  ; it  is  probably  more.  So,  with- 
out embracini:  current  business  obligations, 
such  as  bank  loans,  discounts,  and  other  busi- 
ness paper,  the  amount  of  interest  alone  that 
we  pay  annually,  at  home  or  abroad — or  ought 
to  pay — I supi'ose  is  fully  $730,000,000.  No 
matter  to  whom  paid,  so  far  as  it  aftects  in- 
dustry". This  is  the  substratum  upon  w'hioh 
all  indebtedness  rests. 

The  payment  of  debt  is  always  trouble- 
some; but,  so  far  as  it  owes  its  creation  to  an 
excessive  and  depreciated  money  condition,  it 
will  be  found  still  more  onerous  and  vexa- 
tious. There  must  be  some  privations,  some 
suffering.  Even  though  bard  at  first,  we 
must  return  to  the  practice  of  frugality  and 
industry.  An  example  to  the  w’hole  people 
of  these  cardinal  virtues  should  come  from  the 
State,  and  no  one  can  furnish  it  with  such 
beneficent  elh  ct  as  the  chief  officer  of  the 
Government,  ^•upported  by  a great  and  pow- 
erful party.  Instead  of  an  expenditure  by 
the  Governimut  of  over  $37,000,000  more 
for  the  past  fiscal  year  than  for  the  previous 
one,  w"e  must  liave  a decrease  of  twice  $27,* 
000,000.  It  is  now  excessive;  it  wmuld  then 
be  ample. 

It  will  be  ht'rne  in  mind  that  a large  amount 
of  our  indebtedness  is  held  in  Europe,  and 
that  the  interest  and  so  much  of  the  principal 
as  we  annually  pay  goes  out  of  the  country, 
to  remain  until  we  have  something  to  buy  it 
back  with.  Of  this  indebtedness  there  are 
national  bonds,  State  bonds,  municipal  bonds, 
railroad  bonds,  and  so  on — in  all,  upon  the 
best  information  I have,  full  $2,500,000,000. 
In  addition  to  this,  the  balance  of  trade 
against  us  duiing  the  years  alone  from  June 
30,  1808,  to  June  30,  1873,  as  shown  by  the 
Treasury  tables  of  exports  and  imports,  w'as 
$300,000,000.  "W'e  w-ere  likewise  in  debt  to 
Europe  from  t lis  source  previous  to  1808;  and 
it  is  apparent  :hat  u part  of  these  securities 
have  been  absorbed  in  arranging  such  indebt- 
edness, instead  of  bringing  to  the  country 
actual  c ish  value  at  the  time.  In  other  words, 
is  was  paying  for  what  w"e  had  already  con- 
sumed. 

It  may  be  ailmitted  that  inflated  and  incon- 
vertible paper  money  leads  to  an  expansion  of 
debt,  visioDar^'  schemes,  wild  speculation  and 
extravagance,  and  at  last  to  frightful  disas- 
ters and  wnde-spread  distress.  The  men  of 
business  and  the  men  of  w^eallh  are  not  alone 
in  jeopardy.  The  great  laboring  population 
suffer  largely  from  such  an  irregular  and  un- 
natural stale  ot  things.  Their  wages  increased, 
but  not  in  proportion  to  general  prices.  It 
may  be  that  in  the  tw"o  years  closing  the  1st 
of  September  last  prices  depreciated  more 
rapidly  than  tvages,  but  when  they  w^ere  on 
the  ascending  scale  the  former  outstripped  the 
latter;  and,  taking  the  whole  period  together, 
the  cost  of  liv  ng  has  advanced  more  than  the 
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means  of  support.  It  is  also  true  that  our 
agricultural  interests  have  borne  more  of 
the  burden  and  received  less  of  the  proflta  of 
past  unequal  years.  It  should  be  kt  pt  in  mind 
that  the  treasury  from  which  we  must  draw 
the  means  for  the  ultimate  extinguishment  of 
our  great  debt  is  mainly  in  the  resources  of 
the  soil.  Our  other  favoring  advantages, 
which  are  greatly  beyond  any  other  nation  of 
the  present  day,  rest  upon  this  basis.  The 
soil  is  our  latent  capital,  and  the  prosperity  of 
the  country  will  be  enhanced  by  offering  the 
greatest  encouragement  to  labor  in  the  simple 
form  necessary  to  its  development.  There 
would  be  little  reason  to  complain  if  a pru- 
dent and  stable  system  of  finance  had  been 
inaugurated. 

As  seen,  the  existence  of  a depreciated  cur- 
rency has  not  operated  to  raise  the  price  of 
the  staple  products  of  the  farm,  while  almost 
everything  else  has  felt  the  influence  in  in- 
creased price.  The  reason  of  this  is  to  be 
found  in  the  fact  that  we  export  the  surplus 
of  our  farm  staples,  and  the  value  is  measured 
by  the  standard  of  other  countries,  which  is 
gold.  Thus,  what  our  w'heat  is  worth  in  gold 
for  shipment  fixes  the  value  of  the  entire 
crop.  As  a remedy  for  this  disadvantage,  and 
in  order  to  save  the  agricultural  interest  and 
the  laborer  from  further  unequal  and  unneces- 
sary hardship,  the  currency  should  be  re- 
stored to  a heathy  and  normal  state,  with  the 
least  practicable  delay. 

Again,  when  w’e  look  at  our  import  busi- 
ness we  find  there  is  something  wrong  there. 
Over-trading,  the  w"aiting-niaid  of  an  inflated 
currency,  here  too  frequently  exhibits  itself. 
High  imposts  in  vain  attempt  to  correct  it. 
An  examination  leads  at  once  to  the  fact  that 
the  efiect  of  a derangement  of  the  currency  is 
to  derange  trade.  To  be  sure,  the  develop* 
meals  are  not  uniform.  I do  not  concur  with 
a prominent  Senator  on  this  floor,  as  reported 
at  a recent  lecture  by  him  in  New  York,  that 
an  unfavorable  balance  of  trade  is  the  prime 
cause  of  our  financial  evils.  It  is  bad  enough ; 
but,  more  strictly  speaking,  an  unfavorable 
balance  is  rather  the  efiect  than  the  'cause. 
While,  therefore,  a more  favorable  state  of 
trade  to  us  is  altogether  desirable,  w"e  shall 
best  promote  such  a condition  by  making  our 
currency  equivalent  to  gold.  The  immense 
expansion  of  183()  carried  the  consumption  of 
foreign  commodities  up  to  $10.93  per  capita 
under  a medium  tariff,  while  under  a still 
lower  one  in  1840  the  consumption  was  but 
$5.21.  In  this  connection  it  is  not  out  of 
place  to  refer  to  the  coincident  increase  of 
trade  in  the  two  most  notable  periods  of  cur- 
rency expansion  in  our  previous  history.  I 
embrace  the  year  just  mentioned,  and  come 
forw’ard  to  another  which  is  still  fresh  in  our 
recollection.  I do  not  here  dwell  upon  the 
efi'ects  of  the  tariff,  because  it  does  not  bear 
upon  my  argument  upon  this  point.  I only 
ask  that  it  be  kept  in  mind  that  taxation  not 
only  fails  as  a remedy  for  such  a condition, 
but  may  even  aggravate  the  difficulty. 
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In  the  amount  of  currency  as  here  given  I 
embrace  both  the  circulation  and  deposits. 
The  affinity  observable  in  this  table  is  broken, 
as  will  be  seen,  only  in  a single  instance,  and 
that  is  capable  of  a special  explanation,  as  of 
a condition  somewhat  similar  during  the  last 
three  or  four  months.  If  we  were  to  examine 
the  statistics  of  exports  for  the  same  periods 
we  should  perceive  a corresponding  tendency 
to  decline,  though  not  as  certain  and  uniform 
as  the  increase  of  imports.  It  will  not  do  to 
congratulate  ourselves  on  the  past  fall  trade 
as  a real  change  in  our  favor.  Whatever  there 
is  of  it  may  be  traced  to  transient  and  extra- 
ordinary causes.  If  it  were  otherwise,  our 
case  would  be  even  more  critical,  in  that  it 
would  be  evidence  of  a disturbed  condition  iu 
Europe,  which  might  tend  to  weaken  conti- 
dence  in  our  securities  which  are  held  there. 
Our  indebtedness  over  the  sea  is  so  great  and 
our  commercial  relations  are  so  intimate  and 
dependent  that  trouble  there  would  increase 
our  embarrassment  here. 

Here  I am  natural!}'  led  to  the  inquiry  as  to 
the  amount  of  gold  in  the  country  and  its 
supply.  The  amount  in  the  Slates  east  of  the 
Rocky  Mountains  in  1861  has  been  given  by 
competent  authority  at  $165,000,000.  The  an- 
nual productions  of  the  mines  average  about 
$60,000,000,  making  a total  for  the  thirteen 
years  beginning  with  the  fiscal  year  which 
closed  June  30, 1861,  and  ending  June  30, 1873, 
of  about  $780,000,000.  The  imports  of  coin  for 
the  same  period  were  $244,450,652.  On  the 
other  hand  the  exports  of  coin  and  bullion 
amounted  to  $922,641,003.  Allow'auce  must 
also  be  made  for  a portion  of  the  production 
of  the  mines  which  have  been  employed  in 
the  arts.  What  amount  has  been  devoted  to 
this  use  cannot  be  accurately  determined;  but 
if  I fix  it  at  $120,000,000  for  the  thirteen  years 
it  will  be  low  enough.  Treating  the  amount 
brought  into  the  country  by  immigrants  ai< 
offset  by  the  amount  taken  away  by  travellers, 
the  balance  will  stand  thus; 

CoininlSSl SKo.nnn  imp 
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Coin  in  Atlantic  States,  1kT3 14G  SIS, 610 

I have  no  doubt  this  sum  is  equal  to  the 
present  amount  of  specie,  notwiihsunding  the 
larger  importations  during  the  fall  moriih.s — a 
sum  about  equal  to  the  annual  interest  upon 
our  indebtedness  held  abroad.  To  slate  ihe 
ease  another  way:  The  average  amount  in  the 
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Treasui  y during  the  past  few  years  has  been 
about  e ghty  million  dollars.  The  banks  hold 
also  po- sihly  twenty-five  million  dollars,  and  T 
forty  ra  lUon  dollars  would  be  a liberal  esti- 
mate ft  r all  that  may  be  found  in  other  hands; 
makiDH  not  far  from  one  hundred  and  forty-five 
million  dollars,  or  less  than  one  dollar  of  spe-  ^ 
cie  to  e /ery  five  of  the  paper  issues.  How  are  , 
specie  layments  to  be  maintained  with  such  a | 
disprof  onion?  Gold,  if  left  free,  will  tend  in 
the  dir  iction  where  there  is  the  greatest  de-  i 
uuind.  It  may  accumulate  from  temporary  ; 
causes  :or  a brief  period,  even  when  there  is  ; 
a redu  idancy  of  paper  currency,  but  it  will  | 
surely  tlow  away  again  to  other  countries  i 
where  t will  have  employment  as  a standard  ^ 
of  valu  i.  We  have,  as  matters  now  stand,  lit-  ; 
lie  rea^  m to  hope  for  any  permanent  accumu-  | 
lation  lere.  This  position  is  fortified  by  the  i! 
moveii  cats  of  specie  during  the  last  six  years:  |- 
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....  79,877,5:14 

I87:i 

31,480,973 
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It  tins  appears  that  during  these  six  years 
the  ne  exports  of  specie  amounted  to  $455,- 
0t)0,2(>  ■,  while  the  whole  production  of  the 
mines  for  the  corresponding  period  has  been  ' 
10,000. 

Thii  leads  me  to  repeat  that  for  a rebump- 
lion  b the  Government  there  must  be  a re-  ! 
ductioiof  paper,  so  that  paper  and  specie  ; 
shall  I ear  a recognized  relation  to  each  other. 
Does  1 ue  practice  of  the  Government  give  us 
any  h<  pe  of  this?  I concede  that  the  ulti-  ' 
mate  consequences  of  a steady  flow  of  gold 
and  si  ver  from  America  and  Australia  into 
Europ  3 are  to  raise  general  prices  throughout 
the  w(  rid.  I am  aware  that  an  able  writer  in 
Franc  i,  whose  work  has  lately  appeared,  sup- 
portei  by  a recent  English  authority,  take  the 
other  ;iew,  but  I am  led  to  admit  that  the 
puFch  ising  power  of  gold  in  Europe  must  de- 
crease ; that  it  has  somewhat  already.  So  if 
we  CO  lid  limit  the  volunae  of  our  currency, 
avoid  neavy  taxation,  profligate  expenditure, 
panici , and  revulsions,  and  steadily  maintain 
our  1 alioual  credit,  I suppose  w'e  should 
final!'  reach  a normal  condition  of  trade  and 
mone*  . Of  course  such  an  improbable  state 
of  tr  tde  and  such  improbable  conduct  of 
Goveinment  would  tend  to  equalize  our  paper 
with  ] old.  Gold  would  return  to  us  when  an 
increi  se  of  quantity  and  enhanced  prices 
abroa  I no  longer  offered  inducements  for  it 
to  ren  .ain  there.  And  it  is  this  theory  which 
afibrd  i the  liberty  for  men  to  say:  “ Let  things 
alone  natural  causes  will  soon  bridge  over 
the  c lasm  which  now  separates  coin  from 
paper  *'  The  reasoning  is  specious  and  alto- 
gelhe  • unreliable, 

Thi  n,  again,  it  is  said  we  have  none  too 
much  currency  now  for  the  business  of  the 
couni  ry.  I do  not  here  discuss  the  question 
of  an  ount  ; I only  say  we  cannot  restore  and 


maintain  specie  payment  upon  the  present  vol- 
ume. In  some  remarks  heretofore  upon  this 
point  I said,  i it  is  contended  we  have  none 
too  much  cunency  for  the  requirements  of 
business,  I fully  concur  that  we  have  none  too 
much  at  present  prices.  If  it  is  said  we  ought 
to  have  twice  as  much,  I concur  that  twice  as 
much  would  not  be  too  large  a sum  for  the 
conditions  widch  would  then  exist.  If  it  is 
said  we  ou^ht  to  have  less  currency,  I do  not 
question  that  less  would  suffice  with  the  fall 
of  prices  w hich  would  accompany  the  reduc- 
tion of  volume.  In  one  sense  there  never  can 
he  a redundancy  of  currency,  for  prices  adjust 
themselves  tt  the  amount,  and  the  more 
there  is  issued  the  more  there  is  needed  U> 
make  exchanges.  Lei  us  look  at  this  matter 
in  the  light  ot  history.  The  total  bank  circu- 
lation of  England,  as  shown  by  the  letters 
Mr.  George  Walker,  some  time  ago,  was  in 
18t)8  less  by  I a^o  million  dollars  than  in  1844. 

The  debate  on  the  currency  in  the  English 
Pai'liament  in  duly  last  disclosed  the  fact  that 
the  bank-note  circulation  has  not  been  incrcast  d 
one  dollar  in  30  years  past,  although  business 
has  more  than  ijuadrupled.  Our  case  does  not 
bear  an  exact  analogy;  but  the  truth  is,  neither 
here  nor  there  is  money  needed  for  its  own 
sake.  Apart  irom  being  the  standard  of  value, 
its  great  purpose  is  to  serve  as  the  medium  ot 
exchange,  as  he  instrument  with  which  trans- 
fers are  made  and  indebtedness  discharged.  In 
the  case  of  J-mgland  the  explanation  is  very 
simple.  A lirge  amount  of  the  business 
done  withoul  the  handling  of  money,  as  is 
more  and  more  the  practice  in  this  coun- 
try, and  especially  in  the  city  of  New 
York.  Bank  checks  and  bills  of  exchange  in 
Great  Brilain  are  the  ordinary  mediums  of 
, commerce.  ^Vilh  us,  deposits,  checks,  drafts, 
and  other  baiiking  instrumenlalilies,  are  year 
by  year  more  largely  employed.  These,  with 
the  vast  increase  in  the  rapidity  and  extent  of 
internal  coimmmicalion,  enable  the  same  vol- 
ume  to  effect  a larger  number  of  transactions. 

■ The  real  question  is,  what  amount  of  cur- 
rency can  be  maintained  upon  a specie  basis? 

I Experience  leaches  that  the  true  relation  is 
' about  one  to  three.  In  other  words,  from 
I 1838  to  18.57  there  was  a little  less  than  three 
i dollars  of  paj^er  circulation  to  every  dollar  ot 
i specie  in  the  banks.  The  largest  circulation 
I ever  known  in  this  country  before  the  war 
] was  in  1857,  w’hen  it  ran  up  to  $214,778,822. 
j The  disproportion  of  specie  reserve  from 
1 paper  was  then  nearly  four  to  one.  A similar 
I case  was  presented  in  1837,  and  the  disaster  of 
^ suspension  ftfilowed  in  both  periods,  as  is  well 
known.  In  the  former  year,  before  specie 
I payments  could  be  resumed  and  maintained, 

I the  paper  w'as  reduced  over  forty  million 
I dollars,  and  in  the  later  period  over  thirty 
! million  dollars.  True,  the  country  has  made 
! great  progress,  but  the  law  of  money  is  the 
I same  now  as  heretofore.  There  is  still  re-  ^ 
i quired  an  approximate  relative  proportion  in 
i the  adjustimnt  of  currency  upon  a safe  and 
' sound  basis. 
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But  it  is  interposed  that  a reduction  of  the 
volume  of  paper  money  would  produce  cor- 
responding stringency  and  distress.  Yet  dis- 
tress w'e  now'  have  and  are  to  have  in  the  end 
.still  more  severe,  if  we  pursue  the  opposite 
course.  The  recent  crisis,  which  brought 
prostration  and  ruin  to  almost  every  depart- 
ment of  industry  and  trade,  is  alike  an  exam- 
ple and  a warning.  My  desire  is  to  adopt  the 
plan  which  will  prevent  a recurrence  of  like 
disasters.  In  a word,  to  simjilify  the  financial 
machinery,  curtail  expenditures,  and  steadily 
advance  toward  the  specie  condition.  Theo-  ; 
retically,  all  admit  the  importance  of  a return, 
but  most  persons  are  reluctant  to  do  what  will  ' 
insure  it.  During  the  war,  and  for  several  ; 
years  after,  there  was  but  one  view'  of  the  j 
currency  question  that  found  public  utter- 
ance. Chase,  Fessenden,  and  McCulloch  con- 
curred in  opinion.  So  intent  upon  the  work 
of  contraction  was  Secretary'  McCulloch  in 
18C6,  that  the  business  men  of  the  West  and 
Southw'est  asked  to  have  a limit  fixed  to  the 
amount  of  currency  to  be  withdrawn  by  him 
each  month.  In  (»bedienoe  to  this  demand 
the  Senate  added  to  a resolution  endorsing  the 
Secretary’s  policy  of  contraction  this  proviso: 
“Thai  of  United  States  notes  not  more  than 
ten  million  dollars  may  he  retired  and  can- 
celed within  .six  months  from  the  passage  of 
this  act,  and  thereafter  not  more  than  four 
million  dollars  in  any  one  month." 

Subsequently  the  amount  of  currency  was 
limited  to  $356,000,000,  and,  as  you  know,  the 
policy  of  contraction  was  abandoned.  Sup- 
pose we  had  continued  retiring  the  paper 
monej'  at  a moderate  rate,  and  in  the  same 
ratio  put  the  gold  into  circulation  w hich  we 
have  kept  in  the  Treasury;  the  process  w'ould 
not  have  continued  lung  before  the  Govern- 
ment would  have  been  in  a situation  to  re- 
sume ^without  producing  serious  hardship.  I 
must  not  be  understood  as  advocating  rapid 
withdrawal  of  the  currency,  but  rather  that 
the  lime  should  be  fixed  not  far  oti‘  to  com- 
mence. It  should  be  gradual.  The  w'ell-ar- 
gued  plan  of  my  colleague  [Mr.  Mokrill]  upon 
the  Comoiittee  on  Finance  may  do.  The  pro- 
cess may  even  extend  througli  s<iveral  years. 
My  argument  is  to  the  end  that  we  should 
begin  some  time,  and  when  we  begin  firmly 
and  regularly  proceed,  so  that  all  can  see  and 
know'  that  in  the  course  of  years  we  shall 
reach  solid  ground  again.  Let  us,  at  least, 
cut  loose  forever  from  thi.s  uncertain  and  vary- 
ing course  w hich  has  marked  the  conduct  of 
Government  for  some  time  past,  and  conspicu- 
ously during  the  last  few  months. 

I hardly  need  say  that  I am  in  favor  of  the 
pending  resolution  offered  by  my  associate 
upon  the  ConimiUeeon  Finance, [Mr.  Bayard,] 
and  I likewise  support  the  one  introduced 
by  the  chairman,  [.Mr.  Siter.man,]  so  far  as  it 
may  be  construed  to  fsvor  a return  of  specie 
payments.  Of  (»lher  ]tl•ol»^.^^iuous,  I may  re- 
fer to  the  bill  of  my  honorable  friend,  [Mr. 
Scmneh  ] If  it  does  not  w'holiy  warrant  the 
hope  of  specie  resumption,  at  least  it  would 


prevent  our  getting  further  off  from  it.  I 
thank  him  for  this  contribution  on  behalf 
of  a question,  the  importance  of  which  to 
our  whole  people  cannot  be  overestimated. 

I should  have  rejoiced  had  the  President 
and  Secretary  of  the  Treasury  done  so  much. 

It  may  be  admitted  by  all  that  a well-ma 
tured  plan  by  them,  by  reason  of  their  corn 
mandiiig  position,  would  have  given  impe- 
tus to  our  work  and  increased  confidence  lo 
the  people.  What  have  they  done?  In  the 
general  treatment  of  the  financial  question  tiie 
message  of  the  one  and  the  report  of  the  other 
fully  agree.  Both  seem  to  deprecate  any  di- 
rect inflation  of  the  currency.  Both  concede 
the  importance  of  resuming  specie  payments 
They  admit  that  resumption  cannot  be  effect- 
ed without  a change  in  the  existing  condition, 
either  by  an  enlargement  of  the  stock  of  coin 
or  a contraction  of  the  volume  of  paper.  Both 
urge  the  necessity  of  whatiscalled  “elasticity 
of  the  currency,"  and  suggest  substantially 
the  same  plan  for  accomplishing  this  objeef 
In  a word,  they  are  both  right  in  some  of 
their  general  teachings,  and  they  are  both 
wrong  in  their  practical  recommendations. 
They  assert  that  sound  policy  and  public  in 
terest  dictate  a return  to  the  specie  basis,  and 
that  there  is  no  real  safety  or  permanent  j'ros- 
perity  in  any  other  condition.  This  is  alike 
just  andgralif  jing,  as  a truth  vitally  connected 
with  the  welfare  of  the  coualry.  But  when 
W'e  advance  from  general  statements  to  the 
specific  propositions,  we  find  that  tbe  former 
are  not  borne  out  by  the  latter.  The  first 
criticism  which  suggests  itself  is,  that  while 
the  President  very'  properly  assumes  the  im- 
portance of  specie  resumption,  he  not  only 
does  not  point  out  the  way,  but  points  from 
the  way.  The  Secretary,  indeed,  says  “ the 
volume  of  currency  must  be  reduced,  or  that 
of  coin  greatly  increased;"  and,  apparently 
adopting  the  latter  alternative,  he  suggests 
that  the  banks  be  prohibited  from  selling  the 
gfdd  received  by  them  as  interest  upon  their 
bonds  pledged  io  secure  circulation,  and  thus 
an  accumulation  shall  be  effected. 

But  the  Secretary  greatl}' errs  in  assuming 
that  the  one  proposition  is  the  equivalent  of 
the  other.  A contraction  of  the  currency 
would  lead  to  resumption  because  the  dt^ 

. crease  of  the  volume  w'ould  increase  the  value 
I until  it  was  appreciated  to  par  with  gold. 

. But  to  leave  the  volume  of  paper  the  same, 
and  simply  increase  the  slock  of  gold,  w'ould 
in  no  sense  appreciate  the  value  of  the  paper. 
Why  is  the  paper  depreciated  ? It  may  be 
that  its  irredeemability  has  something  to  do 
with  it.  But  it  cannot  be  the  chief  reason, 
for  in  1832,  though  specie  payment  had  been 
suspended  and  the  bank-notes  were  not  re- 
deemable, yet  they  were  not  depreciated  as 
compared  with  coin.  Thty  even  remained 
without  depreciation  for  months,  until  the 
new  issues  of  greenbacks  w'ere  emitted  and 
the  volunte  of  paper  began  to  increase.  There 
is  no  want  of  confidence  in  the  security  upon 
which  our  present  currency  is  based.  The 
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depn  ciatiou  is  due,  then,  to  the  redundancy 
of  111!  volume,  and  an  increase  in  the  stock 
()^  Id  would  not  remove  it.  Even  if  the 
<toc*k  were  increased  until  the  ordinary  pro- 
port  i >n  of  coin  to  paper  in  time  of  specie  pay- 
ment had  been  accumulated,  it  would  not  help 
the  n alter.  The  gold  would  be  depreciated— 
that  IS,  cheapened  as  measured  by  the  stand- 
ard < f general  prices— but  the  paper  would 
not  b i appreciated.  If  redemption  or  resump- 
tion were  undertaken  under  such  circum- 
staiK:‘s,  it  could  not  be  maintained,  for  the 
reaso  1 that  the  coin,  being  worth  less  here, 
woul  1 tlow^  abroad,  where  it  w'as  worth  more. 
The  secretary  concedes  that  there  should  be 
no  f irther  inflation  of  the  currency,  but  ^ 
seem  i to  forget  that  to  attempt  resumption  by 
tile  1 ccumulation  of  gold  is  simply  to  swell 
the  present  volume  by  so  much  addition  of 
speci?  as  would,  in  the  opinion  of  the  Secre- 
tary, siitflce  to  maintain  constant  convertibil- 
ity. 'fhe  inconsistency  as  w^ell  as  the  fallacy 
of  h s position  is  apparent.  The  least  we  can 
do  is  not  to  add  so  much  outright,  but  to  re- 
pbict  paper  with  gold  to  the  required  extent. 
This  would  not  involve  contraction,  but  on 
the  tlher  band  it  would  not  involve  infla- 
tion. 

Aiparently  of  the  opinion,  however,  that 
imm ‘diate  resumption  is  impracticable,  both 
the  .^resident  and  the  Secretary  share  a too 
com  lion  idea  that  the  usefulness  of  our  exist- 
ing ( urrency  would  be  enhanced  if  it  could 
soim  how  acquire  “elasticity.”  so  that  it 
inigl  t adapt  itself  to  the  fluctuating  demands 
of  c langing  seasons.  This  mean.s  inflation. 
An  i Tedeeniable  currency  grows  with  what  it 
feed  ' on,  and  once  out  it  does  not  voluntarily 
retu  n. 

Tl  e President  is  right  in  saying  “ the  exact 
med  um  is  specie,  the  recognized  medium  of 
excl  ange  the  world  over;  that  obtained,  we 
shal  have  a currency  of  an  exact  degree  of 
elasticity.”  At  the  same  time  he  seems  to 
chei  ish  the  idea  that  the  attribute  of  elasticity 
can  le  artificially  given  by  means  of  legisla- 
tion to  our  paper  currency.  I do  not  misstate 
him  but  commisserate  the  error  apparent  in 
this  conflict  of  principle  and  opinion  touching 
the  same  point.  To  the  end  that  we  may 
hav(  this  expanding  currency  as  the  seasons  ' 
chai  go,  the  President  suggests  that  the  Sec- 
rela  y of  the  Treasury  be  permittefi  to  issue  to 
the  »anks  a certain  amount,  more  or  less,  of 
cun  ?ncy  in  addition  to  their  present  issue, 
upo  I the  deposit  of  an  equivalent  amount  of 
bon  Is  as  security,  the  banks  to  forfeit  4 per 
cent  of  the  interest  accruing  on  the  bonds  : 
thuf  pledged,  and  to  be  authorized  to  with- 
draw the  bonds,  or  any  portion,  at  any  time, 


upon  returning  the  bills  for  cancellation.  The 
Secretary  presents  the  same  proposition  in  a 
little  differeot  form,  suggesting  that  “pro- 
vision be  made  to  permit  the  national  banks, 
under  circumstances  and  to  a limited  extent, 
to  increase  their  note  circulation  by  a pledge 
of  United  States  bon«?.s  bearing  no  interest 
while  so  pledged.” 

No  one  will  dispute  that  these  propositions 
also  mean  inflation  so  long  as  the  additional 
notes  thus  issued  remain  outstanding.  But  it 
is  urged  that  the  issue  will  not  be  sought  ex- 
cept in  pressing  emergencies,  and  will  be  re- 
called as  soon  as  the  necessity — say  the  move- 
ment of  the  crops — passes  away.  But  this  is  In- 
no  means  clear.  Indeed,  the  reasoning  is  fai- 
lacious.  The  proposition,  reduced  to  its  prac- 
tical terms,  simply  requires  the  banks  to  pay 
four  percent,  for  the  privilege  of  using  money 
which  they  loan  at  seven  per  cent.,  or  even  a 
higher  rate.  Many  of  them  have  been  paying 
four  per  cent,  for'deposits  w'hich  they  mitrlu 
be  called  upon  to  restore  at  any  time.  W hy 
should  they  not  be  glad  to  pay  four  per  ceul. 
for  the  equivalent  of  deposits  which  they  need 
pay  only  at  their  own  pleasure  ? ould  it  not  be 
for  their  interest  to  secure  such  an  issue,  and. 
securing  it,  to  keep  it  as  long  as  possible? 
There  is  another,  and  even  more  conclusive 
view  of  this  case.  Independent  of  the  consid- 
eration just  presented,  what  reason  is  there  to 
believe  that  if  there  were  such  an  issue  it  would 
be  returned  at  any  time  for  cancellation?  The 
increa.sed  issue  would  increase  prices;  Hiorc 
money  would  be  required  to  transact  the  same 
business,  and  there  would  be  just  as  great  a 
stringency  as  before.  The  present  bank-note 
circulation  is  about  ?8r)0,000AKK).  Forty  per 
cent,  of  that  amount  is  $140,000,000.  The  is- 
sue of  any  such  sum,  instead  of  affording  real 
relief,  would  expand  prices  so  that  the  in- 
creased volume  would  be  just  as  necessiiry  for 
the  business  of  the  country  as  the  smaller  vol- 
ume was  before.  For  this  reason  the  notes 
would  not  be  returned  for  cancellation, 
and  the  measure  would  produce  permaneui 
inflation.  We  are  having  a small  edition  of 
this  policy  now,  and  its  effect  in  Wall  street 
and  in  some  other  directions  is  plainly  seen. 

In  conclusion,  am  I not  warranted  in  saying 
that  we  find  no  sure  guide  in  the  words  of 
these  two  &tate  papers?  We  must,  therefore, 
look  for  light  from  some  other  quarter,  and 
acting  at  last  upon  our  own  best  judgment, 
we  can  hardly  fail  to  adopt  that  wiser  course 
which  is  supported  alike  by  philosophy  and 
experience.  We  shall  thus  save  the  country 
from  a further  career  of  financial  demoraliza- 
tion, with  its  attendant  disasters,  so  fatal  to 
national  morality  and  true  progress. 
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